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^ ' The iipact of receiving undergraduate student loans 

on attending graduate school was -studied using the data base of the 
National Longitudinal Study of the High School Class of 1972'. 
Inforsation*. f ro« a. base- year survey conducted in spring 1972 and 
three followup surveys, conducted in fall 1973, 1971, and 1976 was 
used. Approximately 20,000 students representing sore -than ,1 ,000 high 
schools participated -in the project. The hypothesis that recent 
college graduates with loans are less likely to attend graduate or 
professional school than are graduates ifithout loans was not 
supported. Data indicated that graduates with loans were slightly 
■o^® *o be attending graduate or professional school than . 

those without loans, seasons why graduates did pursue advanced stady 
and the -influence of undergraduate loans was further exaiined. The 
influence of grade point average and socioecononic status was also 
analyzed using lultiple regression analysis. (SW) • ' ' 
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i The Impact of Student Loans on Graduate Education i^ 

* 

Education beydnd the bachelor* 8 level is becoming more common ih American 
society/ Whether op not this repreaenta a social plus or' is mei;fily the result of 
increased cc^apetiticin for educational credentials is^not an issue o£ concern for 
thia study. Rather, the issue is whether or not the "opportunity to participate V 
ia post-baccalauteate study is equally available to^all qualified college graduates 

Cl^ark (In Bum, 1977) suggests that an important, new dimension to the social 

/ ■ 

c/o«|£em for ^qual educational opportunity is the need 4:o equalize access to all 

' ' . . .• " \- : • T / 

levels of Education including those beyond the bachelor's degree. Several, authors 

/ ■ ^ ; ' - " . . 

and studies (Baird, 19f73; Bej^ler, 19(72; Hanford and Nelson, 1970; National Board , 

•on Graduate Education, 1976; Sanford, 1978; 1979 ; 1980 ; Sdhultz", 1969; Southern 

Regi9Taal Office, .1968; Winkler, 1976) h^e raised the question that long-term 

indc^btedness from educatlional loans taken, out to finance undergraduate years may 

exert a negative inf licence ofn the borrowers* pursuit of additional education. 

Few studies have at^mpted to answer this question, however, and vit remains open 

to conjecture ♦ If^ it ia true .that deb|:s tend to deter graduates from undertaking 

JdvancSd study » it is time for society to be aw^re of this, whether or not the 

knowledge results in policy changes in the field of s-tudent aid. 

Data Source ; ' 

The National Longitudinal Study of the. High School Class of 1972 (NLS) was 

the dftta base for tiiis study. . Sponsored by the National Center for Education 
■ „ ■ ^ . •. ■ ' " . • ■ • 

Stitistics of the Department of Health, Education, and Welfare, the project is ^ 

conducted by the Research Triangle Institute ^RTI), Research Triangle Park, NC. 

A base-year survey couducted ih ppring, 1972 and three follow-ni> surveys conducted 



in fall 1973, 1974, and 1976 comprise the ^information contained in the data base. 
Approximately 20,000 student^ representing mote thaif 1,000 high achdbls participated 

in the, project, and the response r^te to the various questionnaires has been 100 

^ * . . . 

percent, A ioore complete description of the NLS Survey wi'th a detailed depcription 

of .the instruments, sample ,i methodology, and data collection procedures can be 

found in the NLS User ^s Manual (Levinsphn, Henderson, Riccol^ono, M6ol^e, 19780. ^ 

■ ' ». , ✓ * , ■ ■ 

Only those NLS participants who had received a bachelor's degree by tKe time of the 
third follow-up (October, 19^6) were included in this st^dy (N*3, 1 136) • 

. • it ' 

Findings . ^ ' 

At tending, Graduate School 

If there is a relationship between having loans and ^ittending graduate or 

professional school, it seem^ likely that graduates with loans who do not attend- 

graduate schooL^may do so because they do not wish to incorease their debts or 

because they wish to reduce their debts before undertaking additional study which 

might require new loans. ^ 

Hypothesis 1: Recent college graduates with loans Jare less likely 
* to attend graduate or professionad school than are 

graduates without loans. 

As shown in Table 1, this hypothesis was not suppprted and, in fact, the 

opposite^elation was true: graduates with loans are slightly more likely to ' 

/ ^ 

be attending gradua1:e or prdfessional school than^ graduates who did r^ot have 
loans a^ undergraduates. Note should be made here that achieving statist^^cal 
signif i(?ance was greatly enhanced by the large size of the sample* While this 
need not make one apologetic for usitig a large sample or. for achieving statistic^ 
significance, it does call for a certain araount^f ' restraint in interpretation of 
the fj.ndings^ Most of the findings ift this study are significant for what they do 
not support rather than for the small relationships reported , , ' 



Becaute it ae^aed reaaonjible thut the amount of a gra'Siuate's debt might 
influence any decision concerning advance^^ atudy"^ Tabl^e 2 examined the relation- 
•hip betveen axapunt of loan debt and attending graduate school « As can be se^n 

in Table 2^ the positive relationship between. h<9^ng loans and attending graduate 

* ■> 

schoM held for every category of amount of loan in that more graduates with loans 

• ' -f * * • , 

were atteKdixig graduate school than were 'graduates without loans r ^ ^ 

In order to clarify the relationship between loans and attending - graduate 
achool and' to reduce the chance that additional, factors mi^ht hav^ influenced 
the rel9ti6nship^ graduates' cumulative gifade point average (GPA) and family 
social. i^conomib status (SES) were used as controls, QPA was used because graduates 
with high GPA^s may have been inore likely to get scholatshipa^ and not loans, and 
may have been more likely to pursue graduate study* \SES was used because lower 
SES graduates were more likely bo have Vc^dee^ and gotcen loans as undergraduates 
and may have been somewhat less likely to attend gradil^e school. 

iMultiple crosstabs using the three categories of SES as :controls showed 

♦ - ■ ' ■ 

that :the positive relationship between loans aiid graduate school was statistically 

.? ' - ' 

si^ificant otily for the middle SE^groUp of graduates. This was true when both 

having h^d loans and amount of loana were used against attendance at graduate 

schopl^ Vlhen 'partial cox'relatidi>a were used, the first-order jpartial controlling 

for SES produced r - O^d?, p<*000i, for the relationship between amount of loan 

and atfrendartce at graduate or professional school* Higher percentages of graduates 

ini^icated attendance going from the low to high SES categories, but this held for 

.both those graduates who had loans and those who did not have. loans. The preliminary 

» » 
indication, then, was that loans do not appear to have a differential impact on 

low SES students as one might expect* # 

When the five categories of GPA were *used as controls in multiple crosstab^, * 

the findings showed a negative relationship between loans and attendance (rNv^ -0.21 

p^*05) for the lowest category of GPA (l*75-'2*24) , a positive relationship ^ 

6 



(r 0.08,^ p^.Oi) for the 3.25'^3»74 category, and insignificant relationships for 
the other three categories o'f gJa. Partial correlation analysis showed a first 
order partial of Ot06, p/*Ol, when controlling for CPA. A second ordet partia!t* 
controlling for both^SES andjGPA, showed the positive relationship between loans 
and attendance still in ^eiVidence (r » 0.07^ p^^OOl). 

The results from a multiple regression analysis on attending graduate ' 
school are s^hown in Table 3. Amount of loans was the first student aid variable 
to eijter. the analysis (grants and work were added as controls) biit the'^contribution 
of Ioi|ns to the analysis cannot be considered particularly important in helping 
to .explain differences in' attending graduate or professional .school* ^ 

Reasons for Not Attending Graduate or Profesaiional School 

Another way to explore the possible relationship between loans and graduate 
school is to look at thg reasons given by graduates who do not enter graduate or 
professional school* Ideally, one might wish to have such 'graduates r.espond to 
speciTic questions, such as, "I did not attend graduate school because I did* not 
want to borrow more money^^^but that was not quite possible with the NLS data* 
There were t^ reasons listed in the data for not attendin^graduate school, 
however, which provided indirect means for examining the relationship: I) I 



have no interest in graduate or professional education, and 2) I cannot financially 

afford to attend graduate school at the present time. The first statement may 

not really have much to do with whether or not*a graduate borrowed money for under- 
f 

graduate expenses, but it suggested a proxy variable for interest in education as- 
might be affected by heving had to borrow money to attain the bachelor's degree • 
Particularly when used with a graduate's educational expectations expressed at^ - 

V ■ . I 

the beginning of the undergraduate experience did this variable have the potential 
for determining i| borrowing for college were related to 'changes in educational 
plans* ^Rather than a direct examination of changes in educational plans as related 
to loans, the intent was to explore the relationship between loans and interest 



in graduate school for graduates not attending graduate school. Original educational 
'plana were used as a control variable in" Anat they conceivably could 'affect both 

\ ^ * , . * 

asttsiaing loans and interest in graduate school because persons strongly interested 
in graduate oi,-pj?«f688ional education about the time of high school graduation 
may have been more Ukely to borrow money to go to college and may have been inore 
likely to- expreaa an interest in graduate education even if they were not cur- 
rently enrolled. 



Hypothesis 2: Controlling for 1972 educational plans,' graduates with 
loans who are not attandihg- graduate school are more 
likely to say they have no interest- in advanced study 
than other graduates. 

^ Table 4 indicates the responses of graduates who were not attending graduate 
school to the reason for not attending, "I have no interest in graduate or profes-*' ' 
aional education." Ck>ntrary to expectations, graduates who had loans as under grad«sH:e 
were less likely to express a lack of interest in attending graduate school. The 
same relatipt^^hip was found when amount of loans was used as the independent variable, 
and, when controlling for 1972 educational plans through partial correlation, ,the 
f'^^s^or^er partial between loans and no interest was -0.07, p^.Ol. Thus, 
hypothesis two Was not supported. 

The §ecJond statement mentioned above, "X cannot financially afford to attend 
graduate school at the present time," was used ^ to indicate, graduatesv.' perceptions 
of their situation rather than measured financial inability to- attend graduate- 
schoo^. The statement was used to fexplora the hypothesized relationship between 
having loans and feeling that one cannot afford advanced study. 

Hypothesis 3: Of those graduates not attending graduate or professional 
school, graduates with loans will be more likely to list 
their not being able to afford it as a reason fcJr not 
* attending than other graduates without loans. 

This hypothesxa was supported by the data as Table 5 shows. Because it 

seemed likely that graduates who borrowed to finance theic undergraduate education 

also may have been more likely to have insufficient resources for financing advanced 

8 



ttudy, tftit finding w«« not ■ur^rising. However," if lack of resource^ were 

- V . ' ■ ■ ■ ' ■ . ' . 

behind grcduatet' twieh loins) re«tons f<jr tgrei^ing with this atacernent instead 

»• . . : . ■ , . ' . • ' • . • " . - ■• ■ 

of negative notivstional featjirea oi having lo^n debts as alluded to above, then 

controlling for SES ishould clarify the issue soiDewbat. Multiple crosstabs using 

SES M *' control variable produced the saioe sigriific^t findings as did partikl 

correlation analysis with 5ES as a control (r - 0.20, p'i^iOGl)^, Regardless og * 

graduates' SES, ^hoae with loans wers significantly mope likely to say that they 

were not attending graduate school because they fait they could not afford it. 

Graduates not attending graduate or professional school because they cannot 

afford it nay have beep in this sityation becduse they were unable to olftain 

financial assistance to attend gra'duate school. Th^8, their agreein^nt_^ith the 

9taCeaient~-not attending because I cannot, afford it—inay. have 'reflected an inability 

to procure financing rathe|- than an influence of financing previously received - 

for undergraduate education. .In order to better understand the issue, similar 

Analyses were run using only those graduates who said they had ^applied for financial 

assistance frota graduate or professional schools biit were hot attending. Because 

only a small number of graduates (N-77) in the NLS data fit into thip "category, c» 

the results of the analyses were not conclusive and statistical aignifibance at 

the 0,05 level was not always achieved. Multiple crosstabs comparing having had. 

loans an* amount of loans received with graduates' responses to "not attending 

because cannot afforcj itV showed no difference between those graduates who had 

been offered financial assistance and those who had not. Hence, the findings 

suggested that graduates who had recejlved aid as undergraduates* and were not 

attending graduat^ or professional school were more likely than other- graduates 

to say that they were not intending because they cannot afford it regardless of 

whether or not they applied for or were offered financial assistance. 



^ Reaaons Why Graduates Do gar 8ue Advanced Study ^ 

Because it teemed possible that some graduates vAfb loan^ might have been 
encQuraged to^ attend graduate school both because their loans vroiild be deferred 

ifhile in attendance and because they might see graduate education as the road to. 

«\ ^ ■ • . 

a higher paying job the relationship between loans and reason* for attending 
gradxiate School was explored. An exami-natibp of this telationship also was indicated 
I?y, the earlier finding that graduates with loans w^re more l^ely to be attending ' 
graduate schodTl; one wondered.why this might be true. While tl^NLS Survey did 
not allow for a direct test of the basic qued^ion being: posed, (for instance, asking 
all graduates regardless of tjieir- intentions to pursue advanced study to rat? the > 
importance of reasons for sct^king a graduate degree), the data did allow for an 
indirect test jby extmining reasons fot attending given by those graduates who 
were attending graduate or professional school. The basic rational e^wSfiMsii^it 
college gradi^ates may see advanced study as a way to increase their earning power 
so that the /loan repayment \wuld be more manageable • Thus, as opposed to the 
theory presented earlier that graduated with loans would avoid graduate school 
because of their loans, ^the suggestion now was that the loans might actually be 
a slight inducement to attend graduate school for* certain graduates who saw additional 
education as the way to a higher salary. Of those reasons listed in the K|LS third 

4 

follow-nip questionnaire, the most relevant one to this study was the importance 

V 

of a better salary « . — 

llypothesis 4: Of those graduates attending graduate or professional 

school, graduates wit^h loans arie more likely to consider ^ 
a better salary as a more important reasons for attending 
than other graduates without loans. 

Table 6 shows that the. data supported this hypothesis when amount of loans 

was used as the indepedent variable. The relationship was not strong and it was- 

insignificant with Had Loans/No LoAns and when SES was used as a control. 

10 



Ptrt-tine Attendance ' ^ ^ . ■ 

The positive relationship b€tw|een having had loans as an underg^raduate 
attending graduate achool may be mediated, to some extent, by grad^at^^a attending 

rt-tioe while holding down full or part-tixae jobs. . Graduates with^loans mi^^ 
with to begin paying of f^their debts by working, and they may wish t6 avoid faking 
>n additional educational loans which full-time study might necessitate. Such *per- 
sorts may feel ;that they can take a course or tw> on a part-titne basis without 
sacriHcing their desire to limit their debts. 



Hypothesis 5: Of those graduates attending graduate or professional 

school y graduates with loans are more likely' to be attend- 
. - ing part-time than other gr^uatds. , * 

The data did not support this hypothesis as neither having had loans (r"= 0.02) 

nor amount of loans (r - 0«04y.showed any significant relationship with attendance 

Status. • , r * ^ , 

^ Summary 
Contrary to the hypothesised negative jrelationship between receiving loans 
for undergraduate education and attending graduate or professional school, tlii« 
Study showed no such ..relationship and actually found a slight positive one. < 
While there are some important constraints on the findings of the " 9t*udy~most 
notably the short time period between graduation and the survey — the major con- 
clus^ion reached^ was- that loans do qot exert a negative impact on the lives of^ 

♦ ■ 

college graduates 'Who borrowed mbney to finance their bachelor's degree. 

the implications of this study suggest that the negative relationships between 
loan^ and achievement (Astin, 1977; Knight, 1968) and between loans and persistence 

* a 

* 

(Astin, \975), reported elsewhere as noted, do not appear to have any direct bear- 

" ■ '. 

ing on students who actually graduate from college. Also, the. findings lend , support . 
to current student financial aid poUcied which emphasize "self-help" throughao^ns 
(and work) (Carnegie Council, 1979). / 



■ T<* conclude with a note of caution, one imat remember that this study examined 
ithe •bort~tem relationthip between loans and thr pujrauit of graduate or ^professional 
education. Whether or not qne feels that the lonj^^r-tenn relationship would be any. 
different: (a^fte^ ten years, for example), this was not studied. 



/ tabie 1 

^rcentage Diatfibution of i^ttendance at Grac^ate 
~^ or Frofeiiional School by Having H4d Loans 



:tetida£ice at' Had Lo<S8 



radiiate School No Yes Total 



No ■ . 77.9 • 73.4 76.2 

Ye» . 22>1 . 26u6 . - 23.8 j 

• , ' ' (ti-1665) (n-1025) 

\ 1 . ' ^ * 

Note. 1^ . . % . , 



Chi Square ^ «.93 p<*01 - Eta- ' - 0.05 



Gamsa ■ 0.12 'Pearson's R - 0.05 p^.Ol 



Table 2 



Atl:(^d|^jpe «t Gra4u«te or Pr6fea,ii^nal School by Amount of Loans 



Anount of Atteijidaoce- at Graduate School 

' Loan No . Yes 



None' 1297 (77.9)* 368 (22. 1> 

< $500 ■ _ 75 (72,1) 29 (27.9) 

$500-999 . . -94 (74.6) , ' 32 (25.4) 

$1000-1999 201 (74.7) 68 (25^3) 

$2000-4999 297 (73.0) ^ 110 (27.0) 

> $4999 ' 85(71.4)* 34(28.6) 

Total . 2049 (76,2) 641 (23.8)' 



Note. \ . . 

Chi Square - 7.93 ' Eta - 
' f . Gamma »■ 0,10"^ vg ^earaon's R « 0,05 p <^.01 

'Figure's in parentl|Cf'pjSa,j|^ote percentages by aiaouQt of loan. 



i' ■ ^ : ■ # Table 3 

r ^ , ' ' , 

RegrQtiibn Analytia qf 'Attending. Graduate or Professional School*, with 
* rf.' Variable Entered in Order of Significance 

VaHable ^ , \^ >tolt;iple R R • Simple r Beta 

■ /A \ s ■ 

>HAicational Plana, 1973 , ' 

OPA ' 
^ Sex (tfonen) 
- Aptitude .' - 

Amount of fiOans 

Amount' of Grants 

SES " . - - 

Amount of Vork 
Aid (Yes) 

Race (White) • 



Note. > : • r 

^ 

1:he neians, standafrd deviations, and correlation coefficients 
are available from the author. . . 

'• ^ Table 4 ' ] 

Percentage Distribution of Not Attending Graduate or Professional 
School Because of the Reasqti, "I have.no interest," by Having Had 
.-, Loans ^ <- . 



,0.366 . 


. . 0.134 


0.366 


0.295 


.0.396 


0.158 


0.245 


0.159 


\0.405 


0.164 " 


-0.105 . 


-0.072 


0.'408 


0.167 


p 0.16^ 


0.054 


,0,411 


0.169 


> 0.044 


0.037 


0.413 


» 0.170 ' 


0.086 


-0.035 


0.414 


• 0.171 


0.069 


0.:.041 


0.414 


0^.172 


0.000 


-0.030 


0.415 


0.172 . 


0.061 


'0.030 


0.415 


0.172 


0.020 . 


-0.016 



No Interest in 
Graduate Education 




' Had Loans 




No 


Yes 


Total , 


Disagree 


85.0 


90.7 


87.1 


Agrefe 


' ' ^ 15.^ 


9.3 


12.9 




(n-lZ97) 

* 


(n-752) 





Chi Square - ^3, 36 p <. 001 Et^ - 0'w08 

Gamma - -0.27 Pearson's R - -0.08 p <. 0001 
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Table 5 . * 

Percentage Distribution, of Not Attending Graduate or Profeaaional 
School Bacaute of the Reaton, "I cannot afford it,"' by Having Had 

Loans 



V 


Cannot 




Had Loans 


• 




♦ Affort It 


No 


Yes 


..Total 




Disagree 


63.6 


41.9 


55.6 




Agree 


' ^ ' 36.4 


58.1 








(n«1297) 


(n»752) 


u m 

1 












* 

Notia . 









V 



Chi Square 
GasMoa 



13; 36 p<.001 
-0.27 



'Eta 

Pearson ^» R 



-0703 p < .0001 



Table 6 



Percentage Distribution of Attending Graduate or Professipnal School 
" for a Better Salary by Amount of Loans 



Amount 






V 

.Better Salary, 


•1. 




of Loans 


Very 




Not 


Not a 






Important 


Important 


— Important 


Factor 










* * 






None 


21.2 


44.0 


20.6 


14.3 


(n«364) 


$500 


32.1 


32.1 


14.3 


21.4 


(n« 28) 


$500-999 


18.8 


' 43.8 


18.8 


18.8 


(n- 32) ' 


$1000-1999 


16.2 


. 45.6 . 


27.9 


10.3 


68) 


$2000-4999 


30.3 


46.8 


17.4 


5.5 


> 

* (nn09) 


> $4999 


26,5 


A4.1 


11.8 


17.6 


(n- 34) 


Total 

» 


22.8 


44.1 


20.0 


13.1 




Note . 












Chi Square - 19.65 


Eta 


- 6.13 






Gaona 


- -0.10 


Pearson ' 


s R - -0.08 p< .05 








I 
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